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I through June 30 (32
1993 from costs arrased.

" (o) The median or fiftieth percentile nursing facility
food cost for each peer group shall then be determined. In
the event there are an even number of faciiides within a peer
group. the adjusted food cost of the lowest cost facility in
the upper half shall be used as the median cost for that peer
group. Facilites at the fifueth percentile in each peer group
and those immediate’y above and below it shall be subject
to field audit in the food cost area prior o 1ssuing new July

| rates.

f‘.‘-f.‘?)) For Julv 1. 993 rate setting onI\ food component
rates for Iacxhue> v-l(nm cach pcer group shall be set ({for
=) at the lower of:

(a) The facxlm s ad)usted per patient day food cost from
the ((prostrecent2asies)) 1994 report peniod, reduced or
increased by the change in the IPD Index as authorized by
WAC 388-96-719: or

(b) The median nursing facility food cost for the
facility’s peer group using the 1994 calendar vear report data
plus twenty-five percent of that cost, reduced or increased by
the change in the [PD Index as authorized by WAC 388-96-
719.

(4) Rate add-ons made to current fund food costs,
pursuant to WAC 388-96-777 and commcncing in the
(“ﬁe‘)) 1994 cost rcpon year, shall be reflected in ((ftest
: Y) Julv 1, 1995 prospective
rates onh by their mclusxon in the cosis arrayed. A facility
shall not receive, based on any calculation or consideration
of any such ((peies)) 1994 report year rate add-ons, a July 1,
1995 food rate higher than that provided in subsection (3} of
this section.

Hﬂce‘—s-&bseeﬂﬁf‘——(;ref-meﬁ%)) For ((aH-rate—settns
begiratne)) July 1, 1995 and following rate settings, the
department shall add food rate add-ons, granted under
authomv of W-\C 388- 96 777 ((a-n-—-eefﬁmeﬂa»ﬁa—f-reﬂs

M-\&m)) to a nursmo facxhty s rate in food, but only up
to the facility's peer group median cost plus twenty-five
percent [imit as follows:

(a) For Julv 1, 19935, add-ons commencing in the
preceding six_months:
(b)Y For Julv 1. 1996, add-ons commencing in the

and
add-ons commencing in the

preceding eightesn months:

(¢) For Julv 1. 1997,
preceding thirty_ months.

(6) Subsequent to issuing ((the-Sest-foeabyear)) July |,
1993 rates. the department shall recalculate the median costs
of each peer group based upon the most recent adjusted food
COst report mfor*'muon in dc:p:mmemm records as of October
3 we)), 1995, For
any hc‘““/ \«\"*iuh “Ou\d have recs \cd a hlohcr or fower
Julv 1. 1995 camponent rate ((forsiet ) in
focd based URon the recaleutation of that facxhtv s pc*'

~-oup medizn Cosis the department shall reissue tha

a4
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mzorecalculation, rewoaltve oo

rehellny

oo 1‘493
meninul cassiiton of peer groug r.“:\i:;f
¢~,5\1. S

iculation zased on Jk_.(U)ICd nor
.'C"“Jnon as oi October 31 ({ef=h
e eaantem ), ‘._w_:_thc department >..Jl uiz
adjusied informazion regardless of \shcthcr the adjusimen:
may be contesed or the st bld of pending adminisative -
judicial review . Median cosis_once calculated viiliziz z
October 31, 1997 adiusted cost informauon. shail not ==
adjusied to reflec: subsequent adminisirative or judic:
rulings, wh e'hc- :’nw or not.

effective Julv 1. 1996, a nursing facilitv’'s noncosi-rebs
component rat2 in food shall be that facility’s foed com -
nent rate exisiing on June 20. 1996. reduced or mJaze: 3
authorized by RCW 74.46.220 and WAC 338-96-7 The
Julv 1. 1996, food component rate used 1o cakulat-* Jhe
return on investment (RO component rate shail bz :he
inflated proscective food component rate as of Junz 20,
1996, excluding anv rate increases granted from Janua-. ],
1996 1o June 30. 1996 pursuant to RCW 74 46 460 :nd
WAC 3838-96-777

(9) For razes effective Julv 1. 1997. a nursing faciiinv's
noncosi-repased componentrate in food shall be hat
facility’s food component rate existing on June 30. 1297,
reduced or inflated as authorized by RCW 74 46 427 znd
WAC 338-96-719. The Julv 1. 1997, food compones: -ate

used to calculate the return on investment (ROD comee: zent
rate shall be the inflated prospective food comoponent rz:2 as
of June 30. 1897 excluding anv rate increases granted Tom
Januarv 1. 1997 to June 30, 1997 pursuantto = ZW
74.46.460 and WAC 388-96-777.

AMENDATORY SECTION (Amending Order 3737 filed
3/26/94, effeciive 6/26/941
WAC 388-96-735 Administrative cost area rate. (1)

The admunisative cost center shall include for cost rez-orting
purposes all administrative, oversight, and managzment
costs. whether incurred at the facility or allocated in zzcor-
dance with a de epartment- approvcd )oxnt cost allc::uon
methodology.

A
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prospeettve)) For Julv 1, 1995 rate setting only, the depart-
ment shall determine peer group median cost plus limits for
the adnunistrative ¢ost center in accordance with this section.

{a) The department shall divide into two peer groups
nursing facilities located in the state of Washington provid-
ing services to Medicaid residents. These two peer groups
shall be:

(1) Those nursing tacilities located within a Metropolitan
Statistical Area (MSA) as defined and determined by the
United States Office of Management and Budget or other
applicable federal office (MSA factlities); and

(11) Those not located within such an area (Non-MSA
facilities).

(b) Prior to any adjustment for economic trends and
conditions under WAC 388-96-719, the facilities in each
peer group shall be arraved from lowest to highest by
magnitude ol per ((pattert)) resident day adjusted adminis-
trative cost from the ((peror)) 1994 cost report year((s

aHeeated-medical-records)), regardless of whether any such
adjustments are contested by the nursing facility. All
available cost reports from the ((petor)) 1994 cost report year
having at least six months of cost report data shall be used,
including all closing cost reports covering at least six
months. The department shall include costs current-funded
by means of rate add-ons, granted under the authority of
WAC 388-96-777 and commencing in the ((peer)) 1994 cost
report year((s)) in costs arrayed. The department shall
exclude costs current-funded by rate add-ons granted under
the authonty of WAC 388-96-777 and commencing January
1 through June 30 ((foHewtne-the-priorecostreportyear)),
1995 trom costs araved.

(c) The median or fiftieth percentile nursing facility
administrative cost for each peer group shall then be deter-
mined. In the event there are an even number of facilities
within a peer group. the adjusted administrative cost of the
lowest cost facility in the upper half shall be used as the
median cost for that peer group. Facilities at the fiftieth
percentile in each peer group and those immediately above
and below it shall be <L.bject to field audit in the administra-
tive cost area prnor to issuing new July 1 rates.

3 (( :

fates)) For Julv 1. 1995 rate setting onlv, administrative
component rates for facilities within each peer group shall be
set for the ((festfiventearof-epchstatebrenntum)) at the
lower of:

(a) The facility’s adjusted per patient day administrative
cost from the ((mrestreeentprier)) 1994 report period.
reduced or increased by the change in the IPD Index as
authorized by WAC 388-96-719; or

{(b) The median nursing facility administrative cost far
the facility’s peer group using the 1994 calendar vear repont
data plus ten percent of that cost, reduced or increased by
the change in the IPD {ndex as authorized by WAC 388-96-
719.

(4) Rate add-ons made to current fund administrative
costs. pursuant to WAC 388-96-777 and commencing in the
((preof)) 1994 cost repont year, shall be reflected in ((first
%eﬂ—*reef—eh}—:rme—m )) Julv 1. 1995 prospective
rates only by their inclusion in the costs arrayed. A facility
shall not receive. based on the calculation or consideration

[23]
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of any such ((pries)) 1992 report year adjustment. a July |,

1995 administrative rate higher than that provided in
subsection (3) of this Sc»\xon

-}y For all
1995 and following, the

rate setting beginning July l
department shall add administrative rate add-ons. granted

under authority of WAC 388-96-777 ((end-commenetrzfrom
breantenr)) o a facility’s administrative rate, but only up to
the facility’s peer group median cost plus ten percent limit
as follows:

{a) For July I,
preceding six_months:

(b} For Julv 1. 1996,
preceding eighteen months;

(c) For July 1. 1997,
preceding thirty_months.

(6) Subsequent to issuing {(the-firstfiseetyear)) July |
1995 rates, the department shall recalculate the median costs
of each peer group based on the most recent adjusted
administrative cost report information in departmental
records as of October 31 ((ef-the-firstFfisealyearofcach
bremmrur)). 1995, For any facility which would have
received a hlgher or lower Juty 1, 1995 administrative
component rate ((ferthe—frsifseatyerr)) based upon the
recalculation of that facility's peer group median costs. the
department shall reissue that facility's admunistrative rate
reflecting the recalculation. retroactive to July | ((efthefirst
frvealyeas)), 1995,

(7) For both the initial calculation of peer group median
costs and the recalculation based on adjusted administrative
cost information as of October 31 ((efthefirst-fiseabyeacef
the-bieantaar)). 1995 the department shall use adjusted
information rcgardlcss of whether the adjustments may be
contested or the subject of pending administrative or judicial
review. Median costs,_once calculated utilizing October 31,
1995 adjusted cost information. shall not be adjusted to
reflect subsequent administrative or judicial rulings, whether
final or not.

@)

1995, add-ons commencing tn the

add-ons commencine in the
and
add-ons commencing in the

1996. a nursing facilitv’s noncost-
rebased administrative component rate shall be that facilitv’s

For rates effective Julv 1.

administrative component rate existing on June 30, 1996.
reduced or inflated as authorized by RCW 74.46.420 and
WAC 383-96-719. The Julv 1. 1996, administrative compo-
nent rate used to calculate the return on investment (ROD
component rate shall be the inflated prospective administra-
tive component rate as of June 30. 1996, excluding anv rate

Emergency
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increases eranted from Jonuary 1, 1996 to June 30, 1996
pursuant to RCW 74.46.<r0 and WAC 388-96-777.

(93 For rates effective Julv 1. 1997, a nursing facility’s
noncost-rebased adminisizative component rate shall be that
facitity's administrative component rate existing on June 30,
1997. reduced or inflated as authorized bv RCW 74.46.420
and WAC 388-96-719. The Julv 1. 1997, administrative
component rate used to calculate the return on investment
(RO component rate shall be the inflated prospective
administrative component rate as of June 30, 1997. excluding

anv rate increases granted from Januarv 1, 1997 1o June 30.
1997 pursuant to RCW 72 36 460 and WAC 388-96-777.

AMENDATORY SECTION (Amending Order 3737, filed
5/26/94. effective 6/26/9-.

WAC 388-96-737 Operational cost area rate. (1)
The operational cost center shall include for cost reporting

purposes all allowable costs having a direct relationship to
the daily operation of the nursing facility (but not including
nursing services and relaied care, food, administrative. or
propenty costs), whether such operating costs are incurred at
the facility or are allocated in accordance with a department-
approved joint cost allocztion methodology.

(2) (Breeerentwerarswhen the rates-are-serat the

prospeettve)) For Julv 1. 1999 rate setting only, the depart-
ment shall determine peer group median cost plus limits for
the operational cost center in accordance with this section.

(a) The department shall divide into two peer groups
nursing facilities located in the state of Washington provid-
ing services to Medicaid rzsidents. These two peer groups
shall be:

(i) Those nursing facilities located within a metopolitan
statistical area (MSA) as defined and determined by the
United States Office of Management and Budget or other
applicable federal office (MSA facilities); and

(i1} Those not located within such an area (Non-MSA
facilities).

(b) Prior to any adjustment for economic trends and
conditions under WAC 333-96-719, the facilities in each
peer group shall be arraved from lowest to highest by
magnitude of per ((pettent)) resident day adjusted operational
cost from the ((prter)) 1994 cost report year, regardless of
whether any such adjustments are contested by the nursing
facility. All available cost reports from the ((prief)) 1994
cost report year having at least six months of cost report data
shall be used. including all closing cost reports covering at
least six months. Costs current-funded by means of rate
add-ons, granted under the authority of WAC 388-96-774
and WAC 388-96-777 and commencing in the ((pref)) 1994
cost report year, shall be included in costs arrayed. The
department shall exclude costs current-funded by rate add-
ons commencing January | through June 30 ((feHowinethe
priereost-report—year)), 1995 from costs arrayed.

(c) The median or fiftieth percentile nursing facility
operational cost for each peer group shall then be deter-
mined. In the event there are an even number of facilities
within a peer group, the adjusted operational cost of the
lowest cost facility in the upper half shall be used as the
median cost for that pesr group. Facilities at the fiftieth
percentile in each peer group and those immediately above

authority of WAC 388-9
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and below it shall be subjec: to field audit in the operational

cost area prior to Issuing ne July I rates.

fetes)) For July 1. 1993 rate setting onlv, operational
component rates tor tacxlmc\ \uhm ea&\ peer group shall be
set (( )) at the
lower of:

(a) The facility’s adjusied per patient day operational
cost from the {(mestreceasrior)) 1994 report period,
reduced or increased by the change in the IPD Index as
authorized by WAC 388-96-"19: or

{b) The median nursing facility operational cost for the
facility’s peer group using the 1994 calendar vear repon data
plus twenty-five percent of that cost. reduced or increased by
the change in the IPD Index as authorized by WAC 388-96-
719.

(+) Rate add-ons made to current tund operational costs,
pursuant to WAC 388-96-774 and WAC 388-96-777 and
commencing in the ((prtof) 1994 cost report year, shall be
reflected in ((firsitiseatyeas:) July 1. 1995 prospective rates
only by their inclusion in the costs arraved. A facility shall
not receive, based on the caiculation or consideration of any
such ((prre+)) 1994 report year rate add-ons, a July 1
operational rate higher than that provided in subsection (3)
of this section.

L 5)

hatl i ded faettio s amal bliched
uRder-subseeton{3)-of thissectien:)) For ((eHratesettine

begtrring)) July 1. 1995 and following rate settings, the
department shall add operational rate add-ons, granted under
-774 and WAC 388-96-777 ((end

si&ﬁ—ef—ﬂ-s&&fe—bfeﬁm)) to a facmu 3 operauona] rate but
only up to the facility’s peer group median cost plus twenty-
five percent limit as_follows:

(a) For Julv 1.
preceding six months:

(b) For Julv 1. 1996. add-ons commencing in the
preceding eighteen months: and

(c) For Julv I, 1997. add-ons commencing in the
preceding thirty months.

(6) Subsequent 10 issuing ((the-fiest-fisealyear)) July 1,
1995 rates, the department shall recalculate the median costs
of each peer group based upon the most recent adjusted
operational cost report information in departmental records
as of October 31 ((ef-thefirsifisealrearof eech-biennium)),
1995. For any facility which would have received a higher
or lower July | operational component rate ((ferthe—first
fiseal-year)) based upon the recalculation of that facility’s
peer group median costs. the department shall reissue that
facility's operational rate reflecting the recalculation,
retroactive to July 1 ((eftherstfiseatyenr)), 1995.

(7) For both the inital calculation of peer group median
costs and the recalculation based on adjusted ((edsmntstra-
#~ve)) operational cost information as of October 31 ((efthe
Hrst-frsealyear-of the-bleanem)), 1995 the department shall
use adjusted information regardless ss of whether the adjust-
ments may be contested or the subject of pending adminis-
trative or judicial review. Median costs,_once calculated

1995. add-ons commencing in the

AT NATEIAAAA CTERCTIVE DATETIUGT QUPEDRENYL NG 0
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utibizing OQcrotzr 31, 1993 adiusted costintormation, shall
not be adjusiz’ o reflect subsequent admunistrative or

judicial rulings. whether tinal or not.
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8 )
For rates etfehz-.e Julv 1 1996 a nursing facxlm S noncost-

rebased operational component rate shall be that facility's

operational component rate existing on June 30. 1996.

reduced or inflated as authorized by RCW 74.46.420 and
WAC 388-96-719. The Julv I, 1996, operational component

rate used to calculate the return on investment (ROD
component raie shall be the inflated prospective operational

component rate as of June 30. 1996, excluding anv rate

WSR 93-12-110

7446 RCW,

(31 Allowable depreciaton costs are defined as th2 cosis
of depreciation of tangible assers meating the critaria
specified 1n WAC 388-96-337, regardless of whether o ned
or leased by the contractor. The department shal not
reimburse depreciation of leased office equipment.

(+) If a capitalized addition or retirement of an zsset
will result in a different licensed bed capacity durinz the
calendar year following the capitalized addition or repiace-
ment. {(getent)) resident days from the cost report for the
calendar year immediately prior to the capitalized additcx or
replacement that were used in computing the propzrty
component rate will be adjusted to the product of the
occupancy level dertved from the cost report used 1o
compute the property component rate at the time o! the
increased licensed bed capacity multiplied by the numter of
calendar days in the calendar year following the incrzasad
licensed bed capacity multiptied by the number of liceased
beds on the new license. For rate computation purposes the
minimum occupancy for the tnitial propertv componeni rate

increases granted from January |. 1996 to June 30. 1996

period following the increase in licensed bed capacity thall

pursuant to RCW 74.46 460. WAC 388-96-774 and 388-96-

be eichtv-five percent: and for each rate period thereafier

777,
(91 For ruq effective Julv 1. 1997, a nursing facility's

that will be rebased. commencing Julv 1. it shall be ninety
percent. If a capitalized addiuon. replacement, or retirernent

noncosi-rebaszd operatianal component rate shall be that

facilits 's operational component rate existing on June 30,

1997. reduced or inflated as authorized by RCW 74.46.420
and WAC 3838-96-719. The Julv 1. 1997, operational
component ratz used to calculate the return on investment
(ROI) component rate shall be the inflated prospective

operational component rate as of June 30. 1997. excluding
anv ra:z increases eranted from Januarv 1. 1997 10 June 30.

1997 pursuant to RCW 74.46.460. WAC 388-26-774 and
388-96-777.

AMENDATORY SECTION (Amending Order 3737, filed
5/26/9+. effecuive 6/26/94)

WAC 388.96-745 Property cost area reimbursement
The department shall determine the property cost
rate for ea;h factlity annualh to be effcu-

rate. (1)
area component
tive Jul) 1. ((

) 1995. 1996 and 199/
in accordance with this section and any other apohcable
provisions of this chapter. For Julv 1. 1995 Julv 1. 1996,
and Julv 1. 1997 rates. funding granted under the au(hori(v
of WAC 388-94-776 shall be annualized and subhsumed in
each of these Julv | prospective rates.

(2) The department shall divide the allowable prior
period depreciation costs subject 1o the provisions of this
chapter. adjusted for any capitalized addition or repiacements
approved by the department. plus

(a) The retained savings from the propenty cost center
as provided in WAC 388-96-228. by

(b) The greater of:

P

(1) Total (res=ent)) resident davs for the faciiis in the
((prree)) calendar vear cost report period ending six_months
prior to zach Ju!lv |, properiv component rate commence-

ment datz; or
(1) Residen:
or ewght-five peroeat facilite oczupancy. as appiicanle in

Zavs for the facihity as calculated on ninety

TN95-22 APPROVAL DATE?/10/96 EFFECTIVE DATE7/1/95 SUPERSEDES TN94-20

on

results in a decreased licensad bed capacity. WAC 388-96-
709 will apply.

(S) When a facility 1s constructed. remodeled. or
expanded after obtaining a certificate of need. the depariment
shall determine actual and allocated allowable land cost 2nd
building construction cost. Reimbursement for such aiiow-
able costs. determined pursuant to the provisions of this
chapter, shall not exceed the maximums set forth in s
subsection and in subsections (4. (5). and (6) of this secton.
The department shall determine consiruction class and ty zes
through examination of building plans submitted to the
depantment and/or on-site inspections. The department shall
use definitions and criteria contained in the Marshall ¢
Swift Valuarion Service published by the Marshal! and S\L\:!
Publication Company. Buildings of excellent quaiity
construction shall be considered to be of good quality.
without adjustment, for the purpose of applyving these max:-
mums.

(6) Construction costs shall be final labor. matenal. and
service costs to the owner or owners and shall include:

(a) Architect’s fees;

(b) Engineers” fees (including plans. plan check and
building permit. and survey to establish building lines ard
grades);

(c) Interest on building funds during perod of constuc-
tion and processing fee or service charge:

(d) Sales tax on labor and materials:

(e) Site preparation (including excavation for foundaucn
and backfill):

() Utilities from structure to lot line:

(2) Contractors” overhead and profit (including jor
supervision. workmen's compensation. fire and hiabilis
insurance. unemployment insurance, ¢tc.).

(h)y Allocations of costs which increase the net boos
value of the project for purposes of Medicaid reimbursemen::

(1) Other items included by the Marshell and Swi
Valuation Service when deriving the calculator method cosis

Emergenct
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(7) The department shall allow such construction costs,
at the lower of actual costs or the maximums derived from
one of the three tables which follow. The department shall
derive the limit from the accompanying table which corre-
sponds to the number of total nursing home beds for the
proposed new construction, remodel or expansion. The limit
will be the sum of the basic constuction cost limit plus the
common use area limit which corresponds to the type and
class of the new construction, remodel or expansion. The
limits calculated using the tables shall be adjusted forward
from September 1990 to the average date of construction, to
reflect the change in average construction costs. The
department shall base the adjustment on the change shown
by relevant cost indexes published by Marshall and Swift
Publication Companv. The average date of construction
shall be the midpoint date betwesn award of the construction
contract and completion of construction.

BASE CONSTRUCTION COMMON-USE AREA
COST LIMITS COST LIMITS

74 BEDS & UNDER

Building Base per Base
Class Bed Limit Limit
A-Good $50,433 $278.847
A-Avg S<1.141 7 $227,469
B-Good S=8.421 §267,718
B-Avg $40.042 $221.392
\C-Good §35.887 $198,421
IC-Avg $27.698 $153,143
C-Low $21,750 $120,258
D-Good $33.237 $183,765
D-Avg $25.716 $142,182
D-Low $20.298 $112,227
BASE CONSTRUCTION COMMON-USE AREA

COST LIMITS COST LIMITS

75 TO 120 BEDS

Building Base Add per Base Add per
Class Limut Bed Over 74 Limit Bed Over 74
A-Good  $§3.732,076 548,210 $278.847 $2.808
A-Avg  $3.044.442 $39,327 $227,369 $2.291
B-Good  $§3.583.131 $46.286 $267.718 $2,696
B-Avg  $2.963,112 $38,277 $221.392 $2.230
C-Good  $2.655.654 $34,305 $198,421 $1,998
C-Avg  $2.049.668 $26.477 $153,143 $1,542
C-low  $1,609.531 $20.792 $120,258 $1.211
D-Good  $2.459.506 $31.771 $183.765 1,851
D-Avg  $1.902.956 $24,582 $142.182 $1,442
D-low  $1.502.048 $19,403 $112.227 $1.130
BASE CONSTRUCTION OOMMON-USE AREA

COST LIMITS COST LIMITS

121 BEDS AND OVER

Building Base Add per Base Add per
Class Limit Bed Limit Bed
Over 120 Over 120
A-Good  $5.949.745 $22.359 $-+408.015 $2.106
A-Avg $4,353.505 §34,555 $332.855 S1.718
B-Good  $5,712.287 $20.669 $391.734 $2.022
B-Avg $4,723.848 $30.142 §323.972 SL672
C-Good 4.233.692 $23.264 $290.329 $1.499
C-Avg $3.267.618 $18.268 §224.092 SL157
C-Low $2,565.943 27916 $175.971 $ 908
D-Good  $3.920.989 $21.599 $268.911 $1.388
D-Avg $3.033.727 17.048 $208.493 $1.081
D-Low $2.394.592 $19,403 $164.220 S 88
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(8) Wrean some or ail of a nursing home’s common-use

areas ares situated in 3 basemen:. the department shall
exclude somz or all of the per-bed zilowance shown in the
attached taties for common-use areas @ Jenve the consauc-
tion cost 1id Jor the facility. The amount excluded will be
equal to the ratio of basement common-use areas to all
common-use areas in the facility umes the common-use area
limit in the table. In lieu of the excluded amount, the
department shall add an amount calculated using the calcula-
tor method guidelines for basements tn nursing homes from
the Marshall and Swift Publication.

(9) Subiect to provisions regard:ing allowable land
contained in this chapter, allowable costs for land shall be
the lesser o

(a) Actual cost per square foot. including allocations; or

{b) The average per square foot land value of the ten
nearest ur>an or rural nursing facilities at the time of
purchase of the land in question. The average land value
sample sha!l reflect either all urban or all rural facilities
depending ugon the classification of urban or rural for the
facility in qusstion. The values used to derive the average
shall be the assessed land values which have been calculated
for the purpose of county tax assessments.

(10) If allowable costs for construction or land are
determined to be less than actual cosis pursuant to subsection
(3), (4), and (3) of this section, the department may increase
the amount if the owner or contractor is able to show
unusual or unique circumstances having substantially
impacted the costs of construction or land. Actual costs
shall be allowed to the extent they resulted from such
circumstances up to a maximum of ten percent above levels
determined under subsecidons (3), (). and (5) of this section
for construcion or land. An adjustment under this subsec-
tion shall be granted only if requested by the contractor.
The contractor shall submit documentation of the unusual
circumstances and an analysis of their financial impact with
the request.

AMENDATORY SECTION (Amending Order 3737, filed
5/26/94, efiective 6/26/9+)

WAC 388-96-754 A contractor’s return on invest-*

ment. (1) The department shall establish for each Medicaid
nursing facility a return on investment (ROI) component rate
composed of a financing allowance and a variable return
allowance. The deparument shall determine a facility’s ROl
rate annually in accordance with this section, to be effective
July 1, ((regerdt £ hertha ratet :
ieaniem)) 1995, July 1. 1996.

and Julv 1. 1997.

(2) The department shall rebase a nursing facilitv’s
financing allowance annuallv and shall determine the
financing allowance by:

(a) Muldplying the net invested funds of each facility by
ten percent and dividing by the ((eentraeter’s)) greater of:

(1) A nursing facilitv's total ((peseat)) resident days
from the most recent cost report period. to which the
provisions of WAC 38$-96-719 and RCW 74.46.420 shall
apply((erd—emesneading)); or

(i) Resident davs calculated on nine!v percent or eightv-
five percent resident occupancy at the facilitv. as determined

the
bv the provisions of this chapter. Resident dav calculations

Q?

o
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“rom the most resent €ost reaort shail correspond 0 the

foitowing:
’ Ay [t the nursine facility cost report covers twelve
moanths, annual ((patest)) resident davs from the contractor’s

most recent twelve month cost report period: or

(B) If the nursing facility cost report covers less than
twelve months but more than six months. annualized
((eattent)) resident days and workiag capuital costs based
upon data in the cost report: or

(C) If a capitalized addition or replacement results in an
increased licensed bed capacity during the calendar vear
following the capitalized additton oc replacement, the total
{(petrent)) resident days from the cost report immediately
prioc to the capitalized addition or replacement that were
used in computing the financing and variable return allow-
ances will be adjusted to the product of the occupancy level
derived from the cost report used to compute the financing
and variable return allowances at the time of the increased
licensed bed capacity multiplied by the number of calendar
days in the calendar year following the increased licensed
bed capacity multiplied by the number of licensed beds on
the new license; or

(D) If a capitalized addition or reticement of an asset
results in a ((dHfferent)) decreased licensed bed capacity
WAC 338-96-709 \H” appl\(

(b) For ( . )) Julv

1995 rate setting. the »\omno capital poruon of net
m\estcd funds at a nursing facility shall be five percent of
the sim of a contractor’s costs from the cost report vear
used to establish the contractor’s prospective component
rates in the nursing services, food, administrative, and
operational cost centers that have been adjusted for economic
trends and conditions under authority of WAC 388-96-719
and RCW 74.46.420 and five percent of allowable property
cost.

(L) For ((# . 1))
Julv 1. 1996 rate setting. the \xomno capual pomon of net
invcs(cd funds shall be five percent of the sum of the July 1,
1996 prospective component rales excluding any rate
increases granted from January 1996 to June 30, 1996
pursuant to RCW 74.46.460. W AC 388-96-774 and 188-96-
777, for ((the—frestfiseatyearin)) the nursing services. food.
administrative. and operational cost centers multiplied by
((the—petient)) resident days as defined in subsection
(ND(ER) (Do) (A). (B). (C). and (D) of

thxs section ﬁ'om ((¢re)) calcnd;u- vear ((mmed*e&ehhpﬁehe
atahi 7)) 1995, adjusted

for economic trends and conditions Qrantcd under authority
of WAC 388-96-719 plus the desk reviewed property costs

from the cost report ((ef-the-peier)) for calendar year 1995:
((£23)) (d) For Julv 1. 1997 rate setting, the working

—
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1996, and Julv 1. 1997 race

109\ Julv 1.
2.1 :ompu[mﬂ the portion of net invested funds
the net book value of tangible fixed assets. the
Jepreciation bases. lives, and methods referred

recresen
S&TE assels.
o in this chapter. including owned and leased assets. shall
be used. e\::pt the capitalized cost of land upon which a
fazility is located and other such contiguous land which 1s
reasonable and necessary for use in the regular course of
providing ((eatieat)) resident care shall also be included. As
such. subject to provisions contained in this chapter, capital-
ized cost of leased land. regardless of the type of lease. shall
be the lessar’s historical capitalized cost. Subject to provi-
sions contained in this chapter, for land purchases before
Julv 18, 1984 (the enactment date of the Deficit Reduction
Act of 1982 (DEFRA)). capitalized cost of land shall be the
buver’s capitalized cost. . For all partial or whole rate periods
aftzr Julv 17, 1984, if the land is purchased on or after July
18. 1984, capitalized cost of land shall be that of the owner
of record on July 17. 1984, or buyer’s capitalized cost.
whichever is lower. [n the case of leased facilities where the
net invested funds are unknown or the contractor is unable
or unwilling to provide necessary information to determine
net invested funds, the depantment may determine an amount
to be used for net invested funds based upon an appraisal
conducted by the department of general administration per
this chapter; and

((+2)) () A contractor shall retain that portion of ROI
rate pavments at settlement representing the contractor’s
finzncing allowance only to the extent reported net invested
funds. upon which the financing allowance is based, are
substantiated by the department.

{31 The department shall determine the variable return
allowancs according to the following procedure:

- ) For July 1, ((4993)) 1995 rate setting
onI\ thc depar ment shall. without utilizing the MSA and
Noa-MSA peer groups used to calculate other Medicaid
component rates, rank all facilities in numerical order from
highest to lowest based upon the combined average ((ges
dtem)) resident dayv allowable costs. as adjusted bv desk
review and audit. for the nursing services. food, administra-
tive. and operational cost centers taken from the ((prtes))
199+ cost repont period. The department shall use adjusted
costs taken from 1994 cost reports having at least six months
of data. shall not include adjustments for economic trends
and conditions granted under authority of WAC 388-96-719
and RCW 7146 420. and shall include costs current-funded
under authority of WAC 388-96-774 and 388-96-777 and
commencing in the ((prief)) 1994 cost report year. The
adiusted cosis of each facilitv shall be calculated based uoon

N

capital portion of net invested funds shall be five percent of

a minimum tacilitv occupancy of ninety percent. In the case

the sum of the Julv 1. 1997 prospective component rates.
excluding anv rate increases gcranted from Januarv 1, 1997
10 June 30, 1997 pursuant to RCW 74 46.460. WAC 388-96-
774 and 388-96-777. for the nursine services, food. adminis-
rative and operational cost centers multiplied by resident
d«?\'s as defined in subsection (2uaxiinA). (B), (Cy, and (D)

"’f this section from calendar vear 1996. adiusied for eco-
nomic trends and conditons eranied under authority of WAC
383-96-719 plus the desk reviewed propenty costs from the
£ast repont for calendar vear 1996

(27]
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of a new contractor, nursing services. food. administrative.
and operatonal cost levels actually used to set the initial rate
shall be used for the purpose of ranking the new contractor.

(by The department shall compute the variable return
allowance by multiplving the sum of the July 1. 1993
nursing services, food. administrative and operational rate
componeats for each nursing facility by the appropriate
percan: which shall not be less than one percent nor
greater than four percent. The department shall divide the
facilites ranxed according to subsection (3)(a) of this secton

-1~.=
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into rour STOLTNITAN T EReNE lowest, with 2n equal
number of toohiies o ozLon group or nearly 2oual as s
cmail assrgn factiites an e Righest
o2 o1 mzoan the second highest cuarter a

.[,\\\SICIC
Jguarer a perien
percentage oo tweoon e wind highest quarter a perventage
of threz. and .o the 'owes cuarter a percentage of four. The
per patient duy vanabie 2o allowance in the iniuai rate of
¢ me¢ same as that in the rate of the

2 new contradior shail ©
preceding corractor. i g
(c) The ::r:c*mgm s

Juu*mned and amon d to each

tactliey for Juln 119492~z setting ((fortk

eiedchsteie—enar—ns shall continue to be: ’>>10ncd
without mod: <aton for 22y 1, 1996 and July 1. 1997 rate
setting ((festhe—ossns '”._w' regf-ot-enah-breantum)).

Neither the ~real poinis separating the four groups nor
facihty ranx:ny shail be o2 usted to reflect future rate add-
ons granted 1o Joriractors tor any purpose under WAC 388-
96-774 and 33x-%0-777  Thnese prnciples shall apolv, as
well, 1o new coniractors s defined in WAC 333-96-026
(1unayand (&

(d) For 2n initial raiz established for a nursing facility
on or after Juiv 1. 1997 snder WAC 388-96-719(1), the
variable rewern allowance <xall be computed as D'“\'ided n
subsection {3+ by of this wouon. using the identcz! variable
return percentage brzaxoe ~ts caleulated for Julv 1. 1995 rate
setting. The vanabie re:_-n breakpoints shall not be modi-
fied based umvn the cons:czration of anv rate adiustment. nor
shall the varsble return =rzakpoints be adiusted for econom-
ic trends and conditions The percentage so determined and
assigned for :he inittal rat2 shall continue untl the facility’s
return on in\esiment conitonent rate can be rebased from
cost report ¢::2 of the nzw contractor covering ai least six
months from (he crior c2.2adar vear.

(e} For 2 new contrz2or’s nursine faciliy rate rebased
as of July 1. 1996 Jetzrnmined under WAC 388-96-710. the
variable return aliowance shall be computed as provided in
subsection (3«01 ot this ss:non. using the identical variable
return breakoomnts caicuiaied for Julv 1. 1993 rate setting.
The variable return breakooints shall not be modirfied based
upon the corsideration of anv rate adiustment. nor shall the
variable return breakpoin:: be adjusted for economic trends
and conditions The perc2atage so determined and assigned
for the rebased rate at iois time shall continue without
moditication tor Julv 1. {<97 rate setting.

(f) For a nc\» contras:or's nursing facility rate rebased
as of Julv 1. T Jdetermined under WAC 388-96-710. the
variable return allowance shall be computed as provided in
subsection (3:(h) of this section, using the identical variable
return breakpoints caleuiz:zd for Julv 1. 1995 rate setting.
The varable return breakzaints shall not be modified based
upon consideration of an- rate adjustment. nor shall the
variable return breakpoinis be adiusted for economic trends
and conditions. The percz-tage so determined and assiened
for the rebased rate at :=:s time shall continue without
moditication caul June 37 1998,

() The sum of the nirznciny allowance and the vanable
return allowance shail o2 ne return on investment rate for

ach facihiey znd shali 2 component of the prospective
raze tor each Tachiny

(3 IFa fzothi s deas2d by a conractor as of January
Po1980,0 1 an ams-es svreement. which contnues to be

cased under -2

Washington State Register, Issue 92-16

chapter, and [or which the annualized lease payment. plus
any interest and depreviation expenses of contractor-owned
assets. for the period covered by the prospective rates.
divided by the contracior's total pauent days. minus the
property cost center determined according to this chapter, is
more than thz rewurn on investment allowance determined
according to ths section. the following shall apply:

{a) The financing allowance shall be recomputed
substituting the fair market value of the assets. as of January
1, 1982, determined by deparniment of general administration
appraisal fess accumulated depreciation on the lessor’s assets
since January i. 1982, for the net book value of the assets in
determining net invested funds for the facility. Said apprais-
al shall be final unless shown to be arbitrary and capricious.

(b) The sum of the financing allowance computed under
this subsection and the varnable return aliowance shall be
compared to the annualized lease pavment. plus any interest
and depreciaticn expenses of contractor-owned assets. for the
period coverzd by the prospective rates, divided by the
contractor’s total patient days. minus the property cost center
rate determined according to this chapter. The lesser of the
two amounts shall be called the alternate return on invesi-
ment allowarces.

{(c) The rzturn on investment allowance determined in
accordance with subsections (1), (2). (3). and (4) of this
section or the alternate return on investment allowance,
whichever is greater, shall be the return on investment
allowance for thc facility and shall be a component of the
prospective ratz of the facxlm

(d) In the case of a facility leased by the contractor as
of January 1. 1980, in an arm’s-length agreement, if the
lease is renewzd or extended pursuant to a provision of the
lease agreement existing on January I, 1980, the treatment
provided in subsection (5)(2) of this section shall be applied
except that in the case of renewals or extensions made on or
subsequent to April 1. 1933, per a provision of the lease
agreement exisiing on January 1, 1980, reimbursement for
the annualized lease payment shall be no greater than the
reimbursement for the annualized lease payment for the last
vear prior to the renewal or extension of the lease.

(6) The information from the two prior reporting periods
used to set the two prospective return on investment rates in
effect dunng the settlement vear is subject to field audit. If
the financing allowances which can be documented and
calculated at audit of the prior periods are different than the
prospective financing allowances previously determined by
desk-reviewed. reported information, and other relevant
information, the prospective financing allowances shall be
adjusted to the audited level at final settlement of the year
the rates were in effect, except the adjustments shall reflect
a minimum bed occupancy level of eighty-five percent. Any
adjustments to the financing allowances pursuant to this
subsection shall be for settlement purposes only. However,
the variable return allowances shall be the prospective
allowances determined by desk-reviewed, reported informa-
ton. and other relevant informaton and shall not be adjusted
to reflect prior-penod audn fndings.

Reviser's note: RCW 32 03 398 requires the use of underlining ard
deletion marks to :ndicate amendmesis o existing rules. The rule published
above vanes from its predecessor 1n cenain respects not indicated by the use
of these markings
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AMENDATORY SECTION (Amending Orlzr 3737, filed

5/26/94, eifective 6/26/94)

WAC 388-96-763 Rates for recipients requiring
exceptionally heavy care. v contractor

{1) A nursing faciiin
certified (0 provide nursing services, a discharzing hospital,
a recipient of Medicaid benefits or her/his authorized
representative may apply for an individuai prospective
reimbursement rate for a Medicaid recipient whose special
nursing and direct care-related service nesds are such that
the hours of nursing services needad are at least twice the
per patient day average of nursing services hours provided
in the nursing facility to which the recipient is admitted as
determined by the facnhlv S Mcdx\.:ud CO:[ report for ((ehe))
calendar vear ((t& H
&h&e&ﬁe“——ve&ie—b*eﬁﬁmm)) 1994

(2) When application for an exceptional care rate is
made before determining where the recipient wiil be placed,
pre-admission qualification may be granted when the
recipient’s special nursing and direct care neads require
hours of nursing services at least twice the siatewide per
patient day average derived from \chxuxd cost repons for
((the)) calendar year (( to—thet
ye&—eé—ehe—e*mﬁ—:f&%w)) 199-, For reviews to
determine continued qualification only for such recipients,
conducted during the specified period of time determined
under subsection (4) of.this section, the department will
continue to utilize the statewide average available to the
department, assuming the care plan is unchanged. For
subsequent reviews to determine continued qualification, the
contractor's average, set forth under subsection (1) of this
section, shall be substituted for the statewide average.

(3) The contractor or other applicant shall apply for
exceptional care rate qualification for an excepticnally heavy
care recipient in accordance with department instructions.
The facility shall bill the department at the authorized
exceptional care rate within three hundred sixty-five days
from the exceptional care rate’s effective date. Bills for
services submitted after three hundred sixty-five days shall
be denied as untimely.

(4) When the department grants an individua! rate for an
exceptionally heavy care recipient, it shall be for a specified
period of time. which the department shall determine, subject
to extension, revision, or termination depending on the
recipient’s care requirements at the end of such period. If
within thirty days after a resident’s admission to a nursing
facility the application for such resident for an exceptional
care rate is submitted to the department and includes the
facility plan of care documenting the need for and delivery
of the resident’s nursing and direct care hours, the rate, if
approved, shall be effective as of the date of admission.
Applications submitted more than thirty days after admission
to the facility, if approved. shall be effective as of the date
of application.

(5) Extensions of exceptional care rates will not be
approved without an updated care plan and resident medical
status information submitted in accordance with departmental
instruction prior to the scheduled date of the rate’s termina-
tion. Failure to comply will result in automatic termination
as of the scheduled date and reinstatement of an exceptional
care rate. if desired. will require re-application and approval.
Discharg= or transfer of the recipieat. permanently or

Washington State Register. Issue 93-16
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shall terminate an 2xceptional care rate w=.2~
Qualifica:
A contr

temporartiy.
shall be nontransferabiz to a difierent facility
upon re-admission shall require re-application.

RN
hRes

may not transfer or discharge a Medicaid recipient b
upon the siatus Of an exceptional care rate or applicaton ot
such a rate.

(&) Regardless of whether statewide average nursins
hours dckned from the Medncwd cost reports for ((r—-* ;

: ) 1994 are uscd for quahf‘ca'.o“
the encpuonal care rate for a re recipient shall be calcula
by:

(a) Deriving a ratio equivalent to actual or projected
nursing hours per patient day needed by the recipient in
excess of the facility-specific reimbursed average nursing
hours per patient day divided by the facility-specific reporizd
average nursing hours per patienl day derived from the

(b) Multiplving the ratio by the facility-specific nursiny
services rate in effect at the time of the initial request or in
the case of continuation or revision, the facility's nursinz
services rate in effect at the time of the approval of the
continuation or revision: and

(c) Adding the result of subsection (6)(b) of this sectiox
to the total facility-specific reimbursement rate; provides.
that in no circumstance shail an exceptional care rate excezd
one hundred sixty percent of the facility's Medicare reim-
bursement rate in place at the time the exceptional care ra:e
takes effect.

(7) A pre-admission excepitonal care rate shall bz
effective for thirty davs. The contractor shall notify tiz
department. in writing. as soon as the recipient is admitte
to the contractor’s facility. [f resident placement in
Medicaid nursing facility has not occurred within thirty day s
after the deparument receives the ¢xceptional care application
the contractor shall submit, an updated plan of care in order
to reinstate exceptional care qualification.

(8) Unless the department establishes otherwise. exten-
sions require an updated plan of care to be completed and
submitted every ninety days for each exceptional care
recipient. including documentation supporting the need for
services identified in the plan of care. The department shal:
base a decision to continue, revise. or terminate an excep-
tional care rate on review of the updated plan of care and
supporting documentation, a current care need assessment.
and other information available to the department.

In order to extend an exceptional care rate. the review
must verify continued need for and delivery of nursing.
direct and ancillary care services funded by the rate.

(9) An exceptional care rate shall not be revised during
the period the exceptional care rate is in effect because the
facility-specific nursing services or total rate is revised or re-
set; however, when an exceptional care rate is continued or
revised as authorized in this section. the facility rate in place
at the time of continuation or revision shall be used in the
calculation process. An exceptional care rate shall be
revised during the period the rate is in effect only when:

1
a

Emergenc
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far An -ndated phan of care indicates a significant
w2 ne-’dS' or

2y are not fully delivered.

(10yv N> retroac:: e revision shall be made to an

change i <

excepuional Iare rate. provided that

(a) Whren application ts made within thirty days after the
recipient 1s zcmitted to :he contractor's facility, an approved
rate shall be zrfective the date of admission:

(br» Whea an exczpuonal care rate is revised due to a
significant change, the revised rate will be effective on the
date the depzmiment reczives the updated plan of care and
supporting <ocumentat:on; and

(¢) When care services funded by an exceptional care
rate are not :cily deliverzd. the exceptional care rate shall be
reduced rerroactively as of its effective date to the regular
factlity MeZ:zaid rate and pavment at the exceptional care
rate shail c2zse immed:zely.

(11y Hocrs of nursing and direct care used to qualify a
recipient and to calculate an excepnonal rate must be
verified by 2 home and community services division, aging
and adult services, regicnal community nurse consultant.

(12) Tr.z department shall notify the contractor. in
writing. o :5e dispos:ition of its application as soon as
possible arnd in no case longer than thirty days following
receipt of a properly completed application and supponting
documentauon.

AMENDATORY SECTION (Amending Order 3634, filed
9/14/93, effzciive 10/15,93)

WAC 383-96-765 Ancillary care. Beginning July 1,
1984, costs of providing ancillary care are allowable, subject
to any applicable cost czater limit contained in this chapter,
provided documentation ¢stablishes the costs were incurred

for mcdlcal care recnple".is and other sources of payment to

private ms urznce or \1e icare, were first fully uuhzed.

AMENDATORY SECTION (Amending Order 2372. filed
5/7/86. effezive 7/1/860

WAC 388-96-769 Adjustments required due to
errors or omissions. (1) Prospective rates are subject to
adjustment & the deparcment in accordance with this section
and subject :0 WAC 388-96-122 as a result of errors or
omissions o+ the depariment or by the contractor. The
department will notify the contractor in writing of each
adjustment znd of the effective date of the adjustment, and
of any amount due to the department or to the contractor as
a result of th2 rate adjustment. Rates adjusted in accordance
with this secuon will be effective as of the effective date of
the original rzie whether the adjustment is solely for comput-
ing a prelim:inary or final settlement or for the purpose of
modifving past or future rate payments as well.

(2) If a contractor claims an error or omission based
upon incorrelt cost reporting, amended cost report pages
shall be precared and submitted by the contractor. Amended
pages shail == accompanizd by the certification required by
WAC 388-62-117 and a wntten justification explaining why
the amendment is necessary. Such amendments shall not be
accepted uniess the ame ndments meet the requirements of
W-\C “\‘S C:\ 2220 If e awcs made by the amcndments are

Tt N cmmedla s e
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standards established by ne Jepumment such amended pages
shail be subject to field avdss  If a field audit or other
information avatlabie 1o the deparument determines the
amezadments are tncorrzit of otherwise unacceptable. any
rate adjustment based on the amendment shall be null and
void and future rate payment increases. if any, scheduled as
a result of such an adjusiment shall be cancelled immediate-
Iy Payments made based upon the rate adjustment shall be
subject to repaviment as provided 1n subsection (3) of this
section.

{3) The contractor shail pav an amount owed the
department. as determinad by the department on or after July
1. 1993, resulting from an error or omission or from an
improper adjustment, or commence repavment in accordance
with a schedule determined and agreed to in writing by the

department, within sixty days after receipt of notification of
the rate adjustment or rate adjusiment cancellation((—ustess
. T 4. L P N M M

It a refund as detcrmmed bv thc
demmmem lS not pa.d when due. the amount thereof may be
deducted from current pay ments by the department. Howev-
er. neither a timelyv filed recuest to seek administrative
review under WAC 388-96-904 nor commencement of
judicial review. as may be available to the contractor in law,
shall delav recoverv. including recounment of the refund
from current pavments made bv the department to the
contractor for nursing facility services.

(4) If a cost report amendment is accepted for rate
adjustment and was received by the department prior to the
end of the period to which the rate is assigned, the depart-
ment shall make any reiroactive payment to which the
contractor may be entitled within thirty days after the
contractor is notified of the rate adjustment and shall
increase future rate payments for the rate period, as appro-
priate.

(5) If a cost report amendment is received by the
department subsequent to the rate period. notification of an
adjustment or other disposition shall be made at preliminary
or final settlement. Adjusiments resulting from amendments
received after the rate period shall be for the sole purpose of
computing the preliminary or final settlement and no
retroactive payment shall be made to the contractor. In
accordance with WAC 388-96-229(1), any amount due a
contractor as determined at preliminary or final settlement
shall be paid within ((thi=y)) sixtv days after the preliminary
or final settlement ((r2eas)) is ((~&b=mueé—ee)) received by
the contractor.

(6) No adjustments for any purpose will be made to a
rate more than one hundred twenty days after the final audit
narrative and summary for the period the rate was effective
is sent to the contractor or more than one hundred twenty
days after the preliminary settlement becomes the final
settlement. A final settlement within this one hundred
tweaty-day tume limit mayv be reopened for the limited
purpose of making an adiustment to a prospective rate in
accordance with this secuon. However, only the adjustment
and related computation il be subject to review if timely
cont n:ed purxuaru to W \C *‘3 96 901 and 388-96-904

T Al chall aa ks
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subject (o review unless previousiy contested in a umely
manner.

AMENDATORY SECTION (Amending Order 3737, filed
S/26/94. effective 6/26/94)

WAC 388-96-776 Add-ons to the prospective rate—
Capital improvements. (1) The department shall grant an
add-on to a prospective rate for any capitalized additions or
replacements made as a condition for licensure or certifica-
tion; provided. the net rate effect is ten cents per patient day
or greater.

(2) The department shall grant an add-on to a prospec-
tive rate for capitalized improvements done under RCW
74.46.465; provided, the legislature specifically appropriates
funds for capital improvements for the biennium in which
the request is made and the net rate effect is ten cents per
patient day or greater. Physical plant capital improvements
include, but are not limited to. capitalized additions. replace-
ments or renovations made as a result of an approved
certificate of need or capitalized additions or renovations for
the removal of physical plant waivers.

(3) When physical plant improvements made under
subsection (1) or (2) are completed in phases, the department
shall not grant a rate add-on for any addition. replacement or
improvement until each phase is completed and fully utilized
for which it was intended. The department shall limit rate
add-on to only the actual cost of the depreciable tangible
assets meeting the criteria of WAC 388-96-557 and as
applicable to that specific completed and fully utilized phase.

(4) When the construction class of any portion of a
newly constructed building will improve as the result of any
addition, replacement or improvement occurring in a later,
but not yet completed and fully utilized phase of the project.
the most approprate construction class. as applicable to that
completed and fully utilized phase. will be assigned for
purposes of calculating the rate add-on. The department
shall not revise the rate add-on retroactively after completion
of the portion of the project that provides the improved
construction class. Rather. the department shall calculate a
new rate add-on when the improved construction class phase
is completed and fully utilized and the rate add-on will be
effective in accordance with subsection (8) of this section
using the date the class was improved.

(5) The department shall not add on construction fees as
defined in WAC 388-96-745(6) and other capitalized
allowable fess and costs as related to the completion of all
phases of the project to the rate until all phases of the entire
project are completed and fully utilized for the purpose it
was made. At that time. the department shall add on these
fees and costs to the rate, effective no earlier than the
earliest date a rate add-on was established specifically for
any phase of this project. If the fees and costs are incurred
in a later phase of the project. the add-on to the rate wili be
effective on the same date as the rate add-on for the actual
cost of the tangible assets for that phase.

(6) The contractor requesting an adjustment under
subjection (1) or (2) shall submit a written request to the
office of rates management separate from all other requests
and inquiries of the department. e.g.. WAC 388-96-904 (1)
and (5). A complete written request shall include the
following:

(31]

WSR 93-14-119

121 A copy of documentation (ie.. survey level "A
delisiencys requiring compietion of the addition or replace-
menis to maintain licensure or certufication for adjustmen:s
suested under subsection (1) of this section;
£1 A copy of the new bed license, whether the number
of liceased beds increases or decreases, if applicable:

{c) All documentation. e.g.. copies of paid invoices
showing actual final cost of assets and/or service, e.g.. labor
purchased as part of the capitalized addition or replacements:

(d) Certification showing the completion date of the
capitalized additions or replacements and the date the asse:s
were placed in service per WAC 388-96-559(2):

(e} A properly completed depreciation schedule for the
capitalized additions or replacement as provided in this
chanter;

(f) A written justification for granting the rate increase:
and

fgous
{

(g) For capitalized additions or replacements requiring
certificate of need approval. a copy of the approval anc
jescription of the project.

(7) The department’s criteria used to evaluate the
request may include. but is not limited to:

(2) The remaining functional life of the facility and the
length of time since the facility's last significant improve-
ment

(b) The amount and scope of the renovation or remode;
to the facility and whether the facility will be better able to
serve the needs of its residents:

(c) Whether the improvement improves the quality of
living conditions of the residents;

(d) Whether the improvement might eliminate life
safety, building code, or construction standard waivers:

{2) Prior survey results: and

(f) A review of the copy of the approval and description
of the project.

(8) The department shall not grant a rate add-on
effective eariier than sixty days prior to the receipt of the
irital written request by the office of rates management and
not earlier than the date the physical plant improvements are
completed and fully utilized. The department shall grant a
rate add-on for an approved request as follows:

(a) If the physical plant improvements are completed
arnd fully utilized during the period from the first day to the
fifteanth day of the month, then the rate will be effective on
the first day of that month: or

(b) If the physical plant improvements are completed
and fully utilized during the period from the sixteenth day
and the last day of the month. the rate will be effective on
the first day of the following month.

(9) If the initial written request is incomplete, the
department will notify the contractor of the documentation
and information required. The contractor shall submit the
reguasted information within fifteen days from the date the
conwac:or receives the notice to provide the information. If
the contractor fails to complete the add-on request by
providing all the requested documentation and information
within the fifteen days from the date of receipt of notifica-
tion. the department shall deny the request for failure to
compiete.

{10) If. after the denial for failure to complete, the
conTacior submits a written request for the same project, the
date of receipt for the purpose of applving subsection (8)
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